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The Stock Purchase 
Insurance Agreement 


SAMUEL J. FOOSANER, of Newark 





The Purchase Insurance Agreement constitutes the backbone of the 
entire transaction where life insurance is sold for stock purchasing pur- 
poses. Without this instrument the insurance itself has little value, for in 
it is seldom if ever, that the objectives of the parties to the 


In 


common discovery to find that where business insurance was carried, with- 


its absence, 


contract are executed as originally intended. fact, it is not an un- 


ut a written purchase agreement, that the insurance proceeds have done 


tore harm than good. 

When a situation presents itself in which a substantial sum of money 
becomes available for distribution upon the death of one of the parties 
to a business, invariably there appear conflicting claims and contentions. 
Time and again the various survivors take opposing positions with regard 
to reasons for the life insurance. And who is there to agree, or disagree, 
with the opinions of the respective claimants, in the absence of a written 

Who is there to that the was left for purchase 
And if such a statement can be substantiated, who is there to 
The survivors all find themselves 
one 


agreement? Say money 
purposes? 
determine the terms of such purchase? 
in a quandry. The matter ye submitted to arbitration, 
cannot arbitrate opposing contentions without a full knowledge of all of 


Certainly the Courts cannot be expected to inter- 


for 


cannot 


the facts of the case. 


pose for the purpose of rendering a decision. They cannot be called upon 
for an equitable adjudication when they do not know what was in the 
mind of the decedent. 


the conflicting 
parties, and the 


The to avoid misunderstandings is not after 
issues present themselves. Rather the objectives of the 
manner in which those objectives are to be executed, should be clearly 
enunciated and set out when the life insurance is purchased. By putting 


into written form, the desires of the parties to the contract, as well as 


time 


anticipating prospective problems and responding to them in. advance, the 


chances of subsequent disputes are greatly minimized. 
“ ' a at a I ey 





Vy eect 
It is most unwise to endeavor to adopt some general form of agree- 
ment to fit every case with which the draftsman may be confronted. It 


uld be extremely unscientific to attempt to meet a specific problem with 


a generalized approach. Because it is both inadvisable and hazardous to 
e a “form” instrument, no forms are submitted. To meet the require- 
ts more accurately, it is preferable that the scrivener of the instru 
nent carefully consider the more pertinent provisions which should be 
de ind th idopt em to each individual case 
1. Parties 
The first paragrapl the agreement should set out the names of 

















the parties to it, and the capacities in h they appear. Ordinarily these 
t nsist « (a) The stockholders. ) he trustee, or third 
der. 
h the us ‘ 1 cor its¢ h actual owners 
r t l | r agre 
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2. Objects 
What are the purposes « ement: What e objectives 


“t 


f the stockholder Why is it necessary business 
nsurance? What is h to be accomplished by carrying it? These are 
among the more pertinent 


which answered in 


{ questions should be clearly 

setting out the sons for establishing the purchase insurance arrange- 
ment 

With the purposes for the creation of the contract unambiguously 
set forth the foundation is laid. From this point the more serious parts 
of the agreement can follow. 

3. Insurance Policies Held in Trust 

The trustee was mentioned in the role of third party stakeholder. 


In this capacity it is its duty to hold the various instruments in its posses- 
sion, in trust, so that it will be able to carry out the term of the purchase 
, 
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(Continued on Page 2, 








belief that greater cooperation among the lawyer, the life un- 
derwriter and the fiduciary inatitution, is most esse ntial to their continued progress, 
the New Jersey Law Journal takes pleasure in offering a discussion, by the author 
of the 1938 Life Underwriters Diary and Manual, whichis of common importanca 
to these three professions. , 


EDITOR'S NOTE—ZIn the 
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STOCK INSURANCE AGREEMENT — 


(Continued from Page 1) 





agreement upon the terminating of it. Accordingly, one of 


of the stockholders is to deposit the insurance policies with 


A separate schedule, fully describing the insurar 
be annexed to the agreement and made a part 

4. Payment of Premiums 

Who is to pay the premiums on the respective | 
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| .uthorizing the delivery of this stock to the trustee, if such is the inten- known to the rank ang 
tion of the parties. In like manner, the instrument should be amply elastic’ membership, the idea of 

to allow the stockholders to deposit additional certificates with the trustee menting the mail ’ 

if such further hoidings are to form a part of the agreement. systern is likely to reg 

9. Withdrawal of Stock deal of consideration, 
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first steps There are two fundamental pillars which serve to guarantee the says. In connection with 


execution of the purchase agreement. These consist of, first: the provision tion of biographical skey 














hould r a fund in the hands of the survivor with which to purchase the partiality at all times 
decedent's stock, and second: the mplete ownership and control of the f Elections “may safely 
decedent's stock reposing in his estate at his death, subject to the divest- The publication lookef 
ment of that ownership and control by the trustee, under the terms of favor on a suggestion 















































































































be the duties of the trustee in this ree the trust instrument. Without the money to buy the stock the survivor two nominations be reqq 
Since the most prudent procedure requires tl K ter is helpless. Without the complete ownership of the stock, the decedent's | state. “If the lawyers of 
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oreclosures On City 
Property 


(CCNS) — The Fed- 
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me Loan Bank Board announ- 
Mat real estate foreclosures on 


in the United States 
were 3.8 per 
y and 21.9 per cent be- 
February was the 


Uary cent less 





1937 





e month in which fore- 

Tes wer wer than in the aver- 
ont 1929, a prosperity year. 
ta 9-787 foreclosures were 
throughout the nation in Feb- 


NEW JERSEY LAW JOURNAL, THURSDAY, 











Taxation and Regulation 


Weekly Digest Prepared for 








Court and Commercial News- 
paper Syndicate by Prentice Hall, 
Inc. 

Single Contract Sufficient Under 


Re-sale Price Law 

Upon the basis of a decision (Rev- 
lon Nail Enamel Corp. v. Charmley 
Drug Shop) under the New Jersey 
price law it i 


ale maintenance s 








innecessary for the manufacturer 
li e 4 make identical pric« 
fixing cor ‘ts with their customers 
\ single valid contract between the 
nufacturer or distributor and 
retailer “is enough to put the sta- 
tute in operation.” 
Furthermore, the contract need not 
a large dealer, in this cas 


with 


against restraining the 
granted 
period 
retailer sold 


h the price 


practices was 
the 
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me 


ing effective 
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Court fu 
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} f h class. Thus, the injunc- 

tion was granted against the class— 

ruggists—with whom the particular 

manufacturer believed it poor policy 

é and whom it hopes will not 

lle its product (Prentice-Ha 
Trade & Industry Service.) 
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New Car Financing 
ington, (CCNS) — 
1e ret financing ' 
passenger automobiles showed a d 
35 per cent for March 
mpared he 1937 ménth, bu 
mparison with February, 1938 
ws rease of 23 per cent, ac- 
rding to preliminary estimates by 
Commerce 
\ ret sales of new pas- 
senger cars, however, declined sub- 
stantially from February to March, 


seasonally adjusted in- 


dex of the Department to 60.5 in 
March, (1929-31 equals 100), com- 
pared with 74.0 in February. 


Sales in March were 48% per cent 
March, 1937 

\ggregate value for the first three 

months of the year was 44 per cent 
lower than that for the corresponding 
period of last year, and was about 
29 per cent less than the first three 
months of 1936. 
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SURROGATE’S NOTICE 








Construction Awards Drop | 


New York, (CCNS- — Engineer- 
ing construction awards for the week 


ape 18, 1938 
ESTATE OF THOMAS LAVA 


, Surrogate of the Coun 


x, 
this day made, the 
sed, 


. i on the application of 
of April 27 amotmted to $38,197,000: | undersigned, administrator of said decea 
notice is hereby given to the creditors ot 


said deceased, to exhibit to the subscriber. 


i f er cent from the pre- 
a decline o 3P P under oath or affirmation, oh and 


. demands against the estate of jeceased, 

ceding week and 5 per cent —o within ‘six-monthe from this date, of they 
wil e forever arre rom rosecuting or 

corresponding 1937 week, | according recovering the same against t subscriber. 





to the Engineering News Record. HOWARD SAVINGS INSTITUTION 




















































: : Pitney, Hardin & Skinner, Proctors 
ort at A. M. and fly in| , ‘ 
Airport at 11:00 A. M. and Re Private construction was 8 per cent | ll me ss a 
formation over an < covering 50 p ' 
— —_—* 8 >° higher than a week ago, but was still | N.J.L.J-—April 21, 28, May 5, 12, 19 
niles 7 
oe / , iver , 32 per cent under the 1937 week. Pub- CHANCERY NOTICES ~ 
1S cay ide viation 1as ° 5 ° 
Th : a - . Tol lic awards were off 9 per cent from mt ta 
been arranged by stmaster John 
— a Oe ost aie last week, but were 26 per cent ahead 119-365 
F. Sinnott, Jr. of Newark, in co-| 9- . Joe ago IN CHANCERY OF NEW JERSEY — TO: 
1 ’ _ ( d N SRR, 
yperat with Major Robs 1 Ss me 7 RR and MRS. AARON HERR 
Copse ( ; oficer of the S l G S l | By virtue of an order of the Court of 
: 4 ae Chancery of New Jersey, made on the date 
119 (pbservation Squadren, \- J easona rocery a es hereof, in a cause wherein the North Ameri- 
nT ‘ ‘ard Ald can Building and Loan Association is com- 
\. G Lieutenant Richard Ald- plainant and Aaron Herr, et als., are de- 
, od Poe at ¢ —_—- % ’achineton HWS - jly | fendants, you are required to appear and 
Superintendent of Newark Washington (CCNS) Daily answer the bill of said complainant on or 
LAS , , ¢ » State average sales of chai de > stores be fore the 9th day of June, 1938, or the 
Airport of the Stat r = ie m es OF rate grocery st a nid “a will be taken as confessed against 
ie - scior to ake t Ir arch were about er cent be- you. he said bill is filed to foreclose a 
sad = ion, | make the |! . ; emit 45 P mortgage made by Newark Dumb-Waiter Co.. 
zens state more airmail low the dollar volume for March, |a New Jersey corporation and Essex Metal 
; x . ° Ceiling Co., a New Jersey corporation, to 
ns 1s It is h pe d the stirring 1937: when they were higher than complainant bearing date July 9, 1928, and 
. : e 7 - i recorded in the Register’s Office of Essex 
spectz craceful man-made for any month since June, 1931, ac-| County in Book P. 65 of Mortgages for said 
- . = 1: Ho County page 80, embracing lands in_ the 
birds the cities and vil- cording to figures which were made City of Newark, County of Essex and State 
Ps “ . - > . of New Jersey, more particularly described 
uzes tate will remind the | Public by the Bureau of Foreign and | fn said mortgage : 
aE ' » wine atte on | Domestic Commerce. AND you, AARON HERR, are made a de- 
tizens 1 1 airmail letters on | sot, because you own a two-third inter- 
he 10th March sales increased about 1.5 per |es8t in said premises ; 
— . ‘ . f | a AND you, MRS. AARON HERR, wife of 
Most of these private ships will be cent from February or somewhat | aaron Herr, are made a party defendant be- 
‘ ° . > the 1 sual his | Cau8¢, you are the wife of said Aaron Herr, 
picking up the mail on more than the usual amount at this | who has an interest in the mortgaged prem- 
May » wi private sportsmen season of the year. The seasonally | iff", ‘ont or’ aower “or some other tne 
+1 4 will : : ’ . | adincte : _ ref , terest in the premises as his wife. 
pilots wil every pilot’s am-| adjusted index, therefore, advanced cows HH yee April "8.1938. 
bition of becoming an airmail pilot. |to 94.5 for March, on the basis of the ABRAHAM I. MAYER 
“hey will be officially and regularly | average for the years 1929-31 as 100. pray = an 
. : . ‘ . 60 Par "lac 
sworn in by their local postmaster|In February the index stood at 93.5. Cara a 3 
1 empowered t Uncle Sam’s Sales for the first quarter of the | N,J-0.J.—April 21, 28, May 5, 12 $16.38 
fastest mail vear were abot s per cent below IN CHANCERY OF NEW JERSEY — TO: 
ar: . i PP Seen ae = , HEATING AND PLUMBING FINANCE 
Major Copse I Ww ‘t as those for the same period of 1937. COR tPORATION, a corporation of New 
1] } oy. si 5 ork 
S has = — » index is constructed from total By virtue of an order of the Court of 
wh vw € ~ 1 1 1 - - . , |Chaneery of New Jersey, made on the day 
. ‘ a sales figures furnished by a of the date hereof, in a cause wherein Bene- 
Newark Airp te a is c R I: > chai detta Antonio Marano, her hus 
Ls : 7 perating group of ten large Chain | hand, are nants, and you and others 
10:00 A. } und A Is t Peon eer nam as t =< =“ are defendants, ye are required to appear 
- ; oa : ganizations d Ing about 75 per cent and redeice to th omplainants’ bill, on or 
n with hir n t S ol, tote erncery chai store 17¢- | before the ninth dey of June, next, or the 
ae ‘ ’ he total gro ery chain tore bu said bill w ! tuken as confessed against 
- s A or ss in the country. you. 
the a3] 5 I said bill is filed to foreclose a mort- 
? gune f by Louis Falcetano and Annie 
} 1e< fol- St | R t Faleetano s wife, of the Village of South 
Orange, in the County of Essex and State 
» t € e m ee a e of New rsey, to Andrea Auriemma, dated 
‘ ‘ : ‘icisteeatsticliailiaas August 3, 1925, on lands in the Village of 
t fi t t : A REL , South Orange in the County of Essex and 
1 p — j N York CNS)—Steel oper- State of New Jersey, which said mortgage 
a ri oe ael ‘ . é a t igt by Vittoria Aurlemma, as ex- 
Maior Copsey by. pos itions in the week beginning April e estate of Andrea Auriemma 
" ’ }O_ tnrres5 = scheduled at er ce ae Sete COM ananes = le ; ai 
} k Airport " - cae 1 at 32 per cent of ing and Plumbing Finance Cor 
ais i decline of c oint from corporation of New York, are 
; gy h _ eciine { 0.4 point trom ¢ a party defendant because you filed a 
: a the prece ding wee k, according the nditional sales contract for the installa- 
ih - é : of heating work affecting the premises 
1 . Oe : \merican Iron & Stee Institute. ribed in the complainants’ bill of com 
g [ g i n t reason thereof you may claim 
, Chis rate, whi *h the lowe st ye rig > or interest in and to or lien 
7 z pon the lands and premises. 
—_—— nce the week of Marcl com- | Dated l 1938 
. FRANE P. PADALINO 
pares with 32.4 a week ago, 35.7 ¢ 
on “Steel Market Has * A . V Z 4 a week a 35-7 per icitor for Complainants 
el mont ago, and 92.3 per cent 2 Branford Place 
Reached Peak year ago. Newark, N. J. 
N.J.L.J April 21, 28, May 5, 12 $16.38 
{ ind (CCNS I g 
! 
~ ~ V 
the 1 
‘t A Maxi ini 
‘ee sh es ou toe aximum of Service at a Minimum Cost 
f } ) ng to the 
gazil Ste April 25. 
‘ - * aff Y ~ lf ‘ | rey » > % | y 
. cals | A CHALLENCE TO REASON 
; Sy d d ALAR LN y J eruski SUN 
st the farm 
R a 
g. It a 
‘ ¢ wrrier 
‘i . t buvine. but 
¢ nrecent doec not 
nditurec 
° ° 
>, sie weal tase ae 600 Lawyers are Today Saving Time and Money 
- f pacitt 
| ie by Availing Th l f Our Servi 
bl T d y ing emseives 0 ur Dervice. 
'U. S. Has Favorable Trade 
° 
a na) ~-¥ he Slediad Why Not Investigate No 7? 
States Id $827.781.000 worth of 
goods abroad durir g the first quarter 
of 1938. wl ly $508,044.000 in 
goods was purchased during the 
period, leaving a favorable trade y i 
£ C4r5n 529 7 7 € 7 
Ibalance of $320737,000, the Com- New Jersey Lawyers Service 
a 
merce Department reports 
A compar with the first quar- Edi Pl N N J 
ask taut revels & 24 Edison Place, Newark, N. J. 
426,000 in exports this year, while 
imports fell $318,582,000. | 
; — } 
March exports increased five per P 
cent after February and seven per | 
cent over Mar 1937, while March S . I di bl L Offi | 
¢ 
imports were six per cent above the A ervice indispensable to a Law ce 
February level. but were 44 per cent j 
below a year ago — - = we Wed 34 
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Automobile Sales 


SHERIFF'S SALES _ 


GENERAL NEWS | Commodity Prices Same 


HIGHLIGHTS OF THE WEEK 





SHERIFF'S Sal; 








‘ Between The Home Owners’ Loan 
Corporation, a body corporate of the United 
States of America, complainant, and Romano 


SqERIVS'S SALE 


commodity prices sk sales of automobiles during the first 


Sir John Simon, Chancellor of the 
Exchequer in London, in presenting 


budget announces increase of 
per cent in taxes——Leaders of ; 


618,877 vehicles, compared with 1,237,- 


Department of Commerce. 


mobile industry indicated general ap 


proval of proposed fair trade 
—— Congressional conferees 
agreement on $5,330,000,000 tax 





(Eastern Standard Time), al! 











—— British government reasa@ure 


House of Commons by prom 
maximum output possible of Br 


planes in the next two vear 
Czechoslovakian government 
German minority leader’s pr 
and goes ahead wit! 1 
treatment of minoriti H 
Ford visits Pre dent R 
discuss aid to business G 
orders all Jews. for 


German to list all pro 


government 


igan plans to remove more th 
000 joble ss mer with I 

from the city because | 
take care of them Senat 
Follette expressed belief that na 


expansion progran did ft 
with navy officials but with the Pr 
ident — Ford makes 1 mn 
on conterence with President Ro 
velt except that the President is 
ing very hard British and | 
statemen reached 

point esigned f n 

tual ill ince Ar r ! | 
plans t k Gern nment 
statesme react 
ties of for ! G 
Tews Frat re] l } 
agreed to bri pre ( 
sk \ ik it sf 

mat Vaz 

ficine her 
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pri vide s ft 
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Cor Leadings 


New York, (CCNS 
loadings in the first t I 
were 20 per nt sm r tl 


final quarter last 


cent smaller 





ing period last I th 
quarter of the current year, load 
are expected to fall 17.7 per 
below the sar period last 
possibly the drop 1 high 
25 per cent. 

he Alexand H : 
predicts that anm idings f 19 
will not be much great 
1932, when volume reached tl 
level of the depression, if the present 
curtailment extends into the rem 


der of the year 


Steel Industry Earnings 
On Investment 





New York (CCNS)—Earnings 
the steel industry during 1937 repre 
sented a return of about 6.2 p 
on investment, the aggregat: 
fits after all charges be 
amounting to $231,704,000. 1 
from 98 companies to the Ameri 
Iron & Steel Institute reveal 


Percentage earned in 1936 abo 
4.6 per cent of investment, and in 
1929 it was 10.5 per cent of invest- 
ment. 
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Washington (CCNS) — Wholesale 


commodity prices in the week ended 


above description being 














April 23 were down, causing the in- 
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LD 
in Book M-83 of Deeds 


dex compiled by the National Fer- 





tilizer Association to fall to 74.7 per 





be satisfied by said sale 


cent of the 1926-28 average from 75.1 


MVundred Twenty-one 
Hundred Fit¢ty-two 





‘o lars and Nineteen »d also subject to unpaid taxes 


in the preceding week. The index 


sale. 
J.. April 18. 1938 


stood at 75.8 a month ago, and 87.7 


a year ago. 





‘JAMES A. McRELL 


JAMES A. McRELL. Sheriff. JAMES A. McRELL. 
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to calculate this sum is to merely 


ms paid on 
is estate 
n of the premiums 


ue, ha 


is entitled to the entire 


then his 


f the surrender va 



































sended by him bears to the total or which was made for 
se 
r g¢ at the exact sum to which the decedent’s estate is 
: : the rrender values of the various policies, 
5 he faced witl a three-fold election of 
may offer the policies the survivors who are the named 
therein, upon their payment of the cash due to decedent’s estate. 
ailure of the surviving parties exercise this option within a 
. . neth of time, the trustee may transfer the policies to the estate 
ne _ cedent. so that its equity may be protected. Or, as still another 
. e trustee may remit the policies to the respective insurance 
: : sh payment by them. The money thus received may then 
a r I us parties, in the proportions in 
crea P 
ites - 4 oned, is bound by the terms 
y™ str take therefore, with regard 
minufes « should be explicitly set ot in 
g ality of the option, the space of 
‘by. Mar ‘ be exercise the surviv and the rights of the 
edt d t re of sur exercise it, should be included in 
yed ¢t 
.. Ww r s strument 
—— 2 ‘rap Pr I tate of Decedent 
_ : r the us ice policies, the 
‘ é I € n insurance com- 
t sure vanied by 
vh the t dece 
f s s the d he stee to effect 
s ltaneously trans 
a 
- t A 
4 ue } | 
t 
r T g 
: . ¢ oF I 
| - fur t ther ten per cent rd the ba 
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